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AppearancesAppearances:  Mr. John E. White, Special Assistant Attorney General, on
behalf of the Illinois Department of Revenue;  Robin L. Wolkoff and Craig M.
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SynopsisSynopsis:

Hearings were held in these matters on April 24, and 25, 1995, at 100

West Randolph Street, Chicago, Illinois.

On July 17, 1991, an administrative hearing was held before the

Department on the denial of the applicant's requests for exemption from

real estate taxes for the 1988 assessment year for the parcels in issue.

The Director of Revenue issued a final administrative decision in that

matter on October 29, 1991.  The applicant then filed for administrative

review, under the provisions of Ill. Rev. Stat., ch. 110, para. 3-101 et seq.

(Now cited as 735 ILCS ILCS 5/3-101 et seq.)

On August 30, 1994, pursuant to an agreed order and stipulation,

this matter was remanded to the Department for the purpose of vacating

the administrative decision, and conducting a hearing de novo, with

additional parties and issues.  In furtherance of the remand order, a

status conference was set for October 26, 1994.  At that conference, the

Department moved to consolidate the 1988 Applications for Exemption for

the parcels in question with the 1989, 1990, 1991 and 1992 Applications for

Exemption for said parcels, which were then pending before the



Department.  On December 5, 1994 and March 15, 1995, respective orders

were entered granting the motion to consolidate and adding Mobil Oil

Corporation ("Mobil"), and Marriott Corporation ("Marriott"), as parties to

the proceeding.

Present at the hearing and testifying in this matter were Mr. John

Canniff, building maintenance manager, Mr. James Davern, senior inspector,

and Mr. Nicholas W. Jannite, chief of finance and administration for the

Illinois Toll Highway Authority ("Applicant" or "ITHA").  Also present and

testifying for McDonald's Corporation ("McDonald's"), was Mr. Joseph

Thomas, a department director in the real estate legal department of

that company.

Prior to the hearing, the parties stipulated that ITHA owned the

parcels of realty which are the subject of the proceedings, as well as

the buildings and parking lots located thereon during the applicable

periods.  At issue then is the question of whether the operating

agreements between the ITHA and Wendy's, McDonald's, Marriott and Mobil,

constitute leases, thereby subjecting the properties to taxation under

statutory provisions of the Toll Highway Act and the Revenue Act of 1939

(the Revenue Act), during the 1988 through 1992 assessment years.

Following the submission of all of the evidence and a review of the

record, it is determined that the agreements in effect between the parties

are leases, which in turn subject the various corporations to taxation on

the property leased.

Findings of FactFindings of Fact:

1. The ITHA is an administrative agency of the State of Illinois,

pursuant to the Toll Highway Act, 605 ILCSILCS 10/1 et seq. (formerly Ill. Rev.



Stat. Ch. 121, paragraphs 100-1 et seq.).  It is authorized to construct,

operate, regulate, and maintain a system of toll highways in Illinois. Id.

(Dept. Prop. Finding No. 1)1

2. The ITHA is authorized by statute to contract with others to

provide service stations, stores, and restaurant facilities at oases, which

are part of the toll highway system.  (Stip. Ex. No. 60, para. 11);  (Dept.

Prop. Finding No. 1)

3. The ITHA is the sole owner of the land and improvements

included in the parcels here in issue.  (Stip. Ex. No. 60, para. 5)

4. ITHA's ownership interest in these parcels is exempt from real

estate tax pursuant to the Toll Highway Act.  605 ILCSILCS 10/22.

5. Cook County parcel No. 08-25-400-010-8002 is a leasehold

parcel located in Elk Grove Township.  This parcel is hereinafter referred

to as the "Des Plaines Oasis".  (Stip. Ex. No. 60, para. 1)

6. By the applicant's own calculations, the Des Plaines Oasis

includes approximately 38.3 acres.  The restaurant building at that oasis

comprises 0.4 of an acre, and the service station facilities there comprise

0.7 of an acre of said 38.3 acres.  (Stip. Ex. No. 60, para. 20)

7. Cook County parcels numbered 12-16-315-017-8002 and 12-21-

100-013-8002 are leasehold parcels located in Leyden Township.  These

parcels are hereinafter referred to as the "O'Hare Oasis".  (Stip. Ex. No. 60,

para. 2)

8. By the applicant's own calculations, the O'Hare Oasis includes

34.2 acres.  The restaurant building at that oasis comprises 0.4 of an acre,

                                                       
1. Following the hearing in this cause, the parties were permitted to submit proposed

findings of fact and conclusions of law.  The Department was the only party to
submit such proposed findings.



and the service station facilities comprise 0.7 of an acre of said 34.2

acres.  (Stip. Ex. No. 60, para. 21)

9. Cook County parcel No. 18-18-102-006-8002 is a leasehold

parcel located in Lyons Township.  This parcel is hereinafter referred to

as the "Hinsdale Oasis".  (Stip. Ex. No. 60, para. 3)

10. By the applicant's own calculations, the Hinsdale Oasis

contains approximately 46.7 acres.  The restaurant building at that oasis

comprises 0.4 of an acre, and the service station facilities comprise 0.7 of

an acre.  (Stip. Ex. No. 60, para. 22)

11. Cook County parcels numbered 29-27-211-030-8002 and 29-27-

402-014-8002, are leasehold parcels located in Thornton Township.  These

parcels are hereinafter referred to as the "Abraham Lincoln Oasis".

(Stip. Ex. No. 60, para. 4)

12. By the applicant's own calculations, the Abraham Lincoln

Oasis includes approximately 28.8 acres.  The restaurant building at that

oasis comprises approximately 0.4 of an acre, and the service station

facilities comprise approximately 0.3 of an acre.  (Stip. Ex. No. 60, para. 23)

13. During the applicable years, Mobil operated the service

station facilities at each of these oases.  (Stip. Ex. No. 60, para. 15)

14. The original operating agreement between the ITHA and Mobil

was dated November 5, 1985.  The term of that agreement was from

November 10, 1985 through December 1, 1987.  Said operating agreement

was extended by mutual agreement through December 1, 1988, and

subsequently renewed through November 30, 1991.  Mobil and the applicant

then entered into another operating agreement on December 1, 1991.  The

term of the 1991 operating agreement for the four Cook County oases



which are the subject of this hearing expired during September, October,

or November 1994.  (Stip. Ex. No. 60, para. 15)

15. Wendy's International, Inc. ("Wendy's") entered into a

restaurant operating agreement with the ITHA for the Hinsdale Oasis on

September 17, 1984.  The term of said operating agreement was from

November 7, 1984 to November 6, 1994.  (Stip. Ex. No. 60, para. 12)

16. McDonald's entered into a restaurant operating agreement

with the ITHA for the Des Plaines Oasis on September 21, 1984.  The term of

said operating agreement was from September 21, 1984 through September

20, 1994.  (Stip. Ex. No. 5)

17. Said operating agreement was amended by Amendment No. 1 to

operating agreement dated March 12, 1987.  (Stip. Ex. No. 7)

18. Marriott has operated restaurants at the Abraham Lincoln

Oasis and the O'Hare Oasis during these assessment years, pursuant to an

operating agreement between the ITHA and Howard Johnson Company

entered into on November 1, 1984.  The term of said operating agreement

was from November 1, 1984 through October 31, 1994.  (Stip. Ex. No. 60, para.

13)

19. All of the operating agreements discussed above contain a

provision which states, in part, as follows:

This Operating Agreement is personal to the OPERATOR and
may not be assigned in whole or in part, nor shall any rights
or privileges herein granted be sold, transferred or
assigned."  (Paragraph 10(f) of Stip. Ex. Nos. 1, 5, 12, 15, & 16,
and Paragraph 10(e) of Stip. Ex. No. 17).

20. All of the Operating Agreements contain the following
provision, to wit:

Successors and Assigns



The Agreement shall be binding upon the AUTHORITY and
the OPERATOR, their respective successors and assigns, but
nothing contained in this Section shall affect the restriction
upon assignability contained in Section 10(f).  (Paragraph 36
of Stip. Ex. Nos. 1, 5, & 12; Paragraph 37 of Stip. Ex. Nos. 15, 16,
& 17).

21. The "Successors and Assigns" provision of each operating

agreement specifically creates restrictions, and not an absolute

prohibition, upon an operator's ability to assign to others the rights and

privileges granted to the operator, pursuant to the operating

agreement.

22. Each operating agreement specifically identifies the

property to which the operators are granted rights during the term of

the agreement.  (Stip. Ex. 1, Wendy's O/A, Exhibits A-1, A-2, & A-3; Stip. Ex. No.

5, McDonald's O/A, Exhibits A-1, A-2, & A-3; Stip. Ex. No. 12, Howard Johnson's

O/A, Exhibits A-1,  A-2, & A-3; Stip. Ex. No. 15, Mobil O/A No. 1, Exhibits A-2, A-4,

A-5, & A-7; Stip. Ex. No. 16, Mobil O/A No. 2, Exhibits A-2, A-4, A-5 & A-7; Stip. Ex.

No. 17, Mobil O/A No. 3, Exhibits A-2, A-4, A-5, & A-7);  (Dept. Prop. Finding No.

44)

23. The boundaries of each oasis over which an operator has

control and responsibility are specifically identified in the exhibits to the

operating agreements.  (Tr. pp. 103-105)

24. Each agreement grants the restaurant operator the right

and privilege to possess, and/or duty to occupy (i.e., remain on the premises

24 hours a day, every day during the term of the agreement) the

restaurant building and/or use other portions of the oasis property.

(Stip. Ex. 1, Wendy's O/A, paras. 2, 6(a), 6(b); Stip. Ex. 5, McDonald's O/A,

paras. 2, 6(a), 6(b); Stip. Ex. 12, Howard Johnson's O/A, paras. 2, 6(a), 6(b))



This requirement of constant operation does not merely connote premises

use, but also physical retention and control.

25. The restaurant operators are required to provide food and

related services 24 hours of every day during the term of the agreement.

(Paragraph 6(a) of the respective operating agreements)

26. Each restaurant operator is required to have an individual

responsible for making operational decisions for the operator on the

premises at all times.  (Paragraph 6(b) of the respective operating

agreements)

27. The exhibits attached to each of the restaurant operator's

agreements indicate parking lots to be used by the operators' employees.

(Ex. A-1).

28. Exhibit A-2, attached to each of the restaurant operator's

agreements, indicates the area where the operator is responsible for

policing trash and litter.

29. Exhibit A-3 to each of the restaurant operator's agreements

indicates the area for which the operator is responsible for ice and snow

removal.

30. The Mobil operating agreements similarly grant to Mobil the

right and privilege to use, possess, and/or duty to occupy (i.e., remain on

the premises 24 hours a day, every day during the term of the agreement)

the service station areas at the oases and/or use other portions of the

oasis property.  (Stip. Ex. Nos. 15, 16, & 17, paras. 2, 6(a) & 6(b), and Exhibits

A-2, A-4, A-5, & A-7); (Dept. Prop. Finding No. 46)

31. Each operating agreement specifically identifies the

compensation each operator is to pay to the ITHA pursuant to the

agreement.  (Stip. Ex. No. 1, Wendy's O/A, para. 9; Stip. Ex. No. 5, McDonald's



O/A, para. 9; Stip. Ex. No. 12, Howard Johnson O/A, para. 9; Stip. Ex. Nos. 15, 16,

& 17, Mobil O/A, para. 9)

32. Mobil pays the ITHA based on a set amount of cents per gallon

on all motor fuel gallons delivered to the thirteen service stations

located on the applicant's seven oases.  (Stip. Ex. No. 15, Mobil O/A, para. 9,

10.17 cents per gallon delivered, with a guaranteed minimum annual

payment of $1,156,000.00;  Stip. Ex. No. 16, Mobil O/A, para. 9, 10.26 cents per

gallon delivered, with a guaranteed minimum annual payment of

$2,600,000.000;  Stip. Ex. No. 17, Mobil O/A, para. 9, 8.21 cents per gallon

delivered, with a guaranteed minimum annual payment of $1,900,000.00)

33. Each restaurant operator pays either a fixed annual amount

to the ITHA in monthly installments, or, if the operator's gross sales

exceed a certain level, it pays a percentage of its gross sales.  (Stip. Ex.

No. 1, Wendy's O/A, para. 9; Stip. Ex. No. 5, McDonald's O/A, para. 9; Stip. Ex. No.

12, Howard Johnson's O/A, para. 9)

34. Wendy's pays the ITHA a minimum monthly amount of $22,483.00

for the restaurant, gift shop, floral boutique, and other operations at

the Hinsdale Oasis.  (Stip. Ex. No. 1, Wendy's O/A, paras. 9(a)(1), & (2)).  If

gross sales exceed a certain level, Wendy's pays 9% of its gross

restaurant sales, 15% of its gross vending and gift shop sales, and 10% of

its gross sales from the floral boutique.  (Stip. Ex. No. 1, Wendy's O/A,

paras. 9(a)(3) & (4))

35. McDonald's pays the ITHA a minimum monthly amount of

$20,667.00 for the restaurant and gift shop operations at the Des Plaines

Oasis.  (Stip. Ex. No. 5, McDonald's O/A, paras. 9(a)(1) & (2))  If its gross

sales exceed a certain level, McDonald's pays the applicant 9% of gross

restaurant sales at the Des Plaines Oasis, plus 9% of gross gift shop



sales, plus 9% of gross vending machine sales.  (Stip. Ex. No. 5, McDonald's

O/A, paras. 9(a)(3) & (4))

36. Marriott pays the ITHA a minimum monthly rent of $28,334.00

for the restaurant and gift shop operations at the Lincoln and O'Hare

Oases.  (Stip. Ex. No. 12, Howard Johnson's O/A, paras 9(a)(1) & (2))  If the

gross sales exceed a certain level, Marriott pays 9 1/4% of gross

restaurant, gift shop, and vending machine sales at both oases.  (Stip. Ex.

No. 12, Howard Johnson's O/A, paras. 9(a)(3), (4), & (5))

37. Each of the operating agreements contains a provision

concerning real estate taxes.  In the case of the operating agreements

with the restaurant operators, it is found in paragraph 25.  In the Mobil

operating agreements, it is found in paragraph 26.

38. This real estate tax clause reads as follows:

It is not presently contemplated by the parties that
any of the premises will be subject to real property
taxes or their equivalent.  However, in the event that
the premises, or any part thereof, or OPERATOR'S
interest therein, possessory or otherwise, shall be
made subject to any real property tax (of whatever
kind and however denominated), the AUTHORITY shall
pay or discharge, or cause to be paid or discharged,
such tax or assessment.

39. The operators are responsible not only to pay for all

utilities for the areas under their control, but also are responsible for

contracting with the electric utilities for their electric service.  (Stip. Ex.

No. 1, Wendy's O/A, para. 8; Stip. Ex. No. 5, McDonald's O/A, para. 8; Stip. Ex. No.

12, Howard Johnson's O/A, para. 8; Stip. Ex. No. 15, 16, & 17, Mobil O/A, para. 8)

40. The operators are also responsible to maintain such fixed

building items as the plumbing, HVAC, drain lines, exhaust fans, glass, etc.

(Stip. Ex. No. 1, Wendy's O/A, para. 14(i)(2); Stip. Ex. No. 5, McDonald's O/A,



para. 14(i)(2); Stip. Ex. No. 12, Howard Johnson's O/A, para. 14(i)(2); Stip. Ex.

No. 15, Mobil O/A, para. (1)4(h)(2); Stip. Ex. No. 16, Mobil O/A, para. 14(g)(2);

Stip. Ex. No. 17, Mobil O/A, para. 14(h)(2))

41. The applicant approved the following agreements entered

into by Wendy's:

 a) the 11/24/84 Operating Agreement between Wendy's and
Elson's Hotel Services, Inc. (hereinafter referred to as
the "Elson's Agreement") (Stip. Ex. No. 2);

 b) the 3/5/87 Suboperating Agreement between Wendy's
and Three Nuts, Inc., (hereinafter referred to as the
"Three Nuts Agreement").  (Stip. Ex. No. 3).

 c) the 3/12/87 Suboperating Agreement between Wendy's
and Kernel Cobb's Cornery (hereinafter referred to as
the "Kernel's Agreement") (Stip. Ex. No. 4).

42. Paragraph 12 of the Elson's Agreement (Stip. Ex. No. 2)

provides as follows:

Surrender of Premises

Elson's agrees to deliver up and surrender to Wendy's
possession of the Premises upon termination of this
Agreement, in as good condition and repair as the same shall
be at the Commencement of the Term or may have been put by
Wendy's during the continuance thereof, ordinary wear and
tear excepted.  Nothing herein shall be construed as
relieving Suboperator of any of its maintenance, repair or
replacement obligations under this Agreement.

43. Under paragraph 8 of the Elson's Agreement, Wendy's

additionally grants to Elson's, "its agents, employees, customers and

invitees," the right to use the common areas of the Hinsdale Oasis, which

areas included:

...the walkways, hallways, entranceways, interior walls and
windows, passageways, concourses, service corridors,
loading platforms and truck docks, elevators, escalators,
ramps and stairs not contained within the Premises,
directory signs and equipment and information and telephone



booths, public and common washrooms and service areas,
lounges and shelters and any other facilities available for
common use, all as they may from time to time exist at the
commencement of the term thereof, and as shall be
available to all the users of space in the Oasis and their
employees, agents, customers, licensees and invitees.

44. Paragraph 3 of the Three Nuts Agreement (Stip. Ex. No. 3)

provides, in part, as follows:

Commencement Date

...Upon the effective date of this Agreement,
Suboperator (Three Nuts) shall have possession of the
premises in order to begin such improvements.

45. Paragraph 15 of the Three Nuts Agreement provides as

follows:

Surrender of Premises

Suboperator (Three Nuts) agrees to deliver up and
surrender to Wendy's possession of the Premises upon
termination of this Agreement, in as good condition and
repair as the same shall be at the Effective Date of the
Term, ordinary wear and tear excepted.  Nothing herein
shall be construed as relieving Suboperator of any of its
maintenance, repair or replacement obligations under this
Agreement.

46. Pursuant to paragraph 12 of the Three Nuts Agreement,

Wendy's additionally grants to Three Nuts, "its agents, employees,

customers and invitees", the right to use the common areas of the Hinsdale

Oasis (which areas are described below), for which right Three Nuts paid

Wendy's:

...the walkways, hallways, entranceways, interior walls and
windows, passageways, concourses, service corridors,
loading platforms and truck docks, elevators, escalators,
ramps and stairs not contained within the Premises,
directory signs and equipment and information and telephone
booths, public and common washrooms and service areas,
lounges and shelters and any other facilities available for
common use, all as they may from time to time exist at the
commencement of the term thereof, and as shall be



available to all the users of space in the Oasis and their
employees, agents, customers, licensees and invitees.
Suboperator shall pay to Wendy's during the term of this
Agreement the sum of Ten Thousand Dollars per Operating
Year as Suboperator's share of Wendy's cost of maintaining
and operating the Common Areas (the 'CAM' charge).

47. Paragraph 3 of the Kernel's Agreement (Stip. Ex. No. 4)

provides, in part, as follows:

Commencement Date

...Upon the effective date of this Agreement,
Suboperator (Kernel's) shall have possession of the
premises in order to begin such improvements.

48. Paragraph 15 of the Kernel's Agreement provides as follows:

Surrender of Premises

Suboperator (Kernel's) agrees to deliver up and
surrender to Wendy's possession of the Premises upon
termination of this Agreement, in as good condition and
repair as the same shall be at the Effective Date of the
Term, ordinary wear and tear excepted.  Nothing herein
shall be construed as relieving Suboperator of any of its
maintenance, repair or replacement obligations under this
Agreement.

49. Pursuant to paragraph 12 of the Kernel's Agreement, Wendy's

additionally grants to Kernel's, "its agents, employees, customers and

invitees", the right to use the common areas of the Hinsdale Oasis (which

areas are described below), for which Kernel's paid Wendy's.

...the walkways, hallways, entranceways, interior walls and
windows, passageways, concourses, service corridors,
loading platforms and truck docks, elevators, escalators,
ramps and stairs not contained within the Premises,
directory signs and equipment and information and telephone
booths, public and common washrooms and service areas,
lounges and shelters and any other facilities available for
common use, all as they may from time to time exist at the
commencement of the term thereof, and as shall be
available to all the users of space in the Oasis and their
employees, agents, customers, licensees and invitees.
Suboperator shall pay to Wendy's during the term of this



Agreement the sum of Ten Thousand Dollars per Operating
Year as Suboperator's share of Wendy's cost of maintaining
and operating the Common Areas (the 'CAM' charge).

50. With the approval of each of the agreements for Elson's,

Three Nuts', and Kernel's, the ITHA ratified that it granted to Wendy's,

pursuant to Wendy's operating agreement, the right to transfer with the

ITHA's approval, Wendy's right and privilege to use, possess, occupy, and

control the applicant's exempt land and facilities located on the Hinsdale

Oasis.

51. The ITHA approved a transaction between Howard Johnson's

and Marriott Corporation, wherein Marriott took Howard Johnson's place

as the operator of the Lincoln and O'Hare Oases restaurant areas.  (Dept.

Ex. No. 29, Applicant's Response to Request to Admit. Nos. 35 & 36)

52. Concerning the Des Plaines Oasis during the applicable period,

McDonald's assigned its interest pursuant to its operating agreement to

Marilyn and Ralph Wright, its franchisees at said oasis.  The ITHA had

consented to this assignment via Amendment No. 1 to the McDonald's

Operating Agreement.  (Stip. Ex. No. 7)

53. The term of the McDonald's Operating Agreement was from

September 21, 1984 to September 20, 1994.  (Stip. Ex. No. 5).  The term of

Amendment No. 1 was from March 12, 1987 to September 20, 1994.  (Stip. Ex.

No. 7)

54. Prior to the McDonald's amendment, McDonald's of Illinois, an

entity distinct from McDonald's, occupied the restaurant area located on

the Des Plaines Oasis, and operated the restaurant pursuant to the

McDonald's Operating Agreement.  (Stip. Ex. No. 8, Bill of Sale and

Assignment from McDonald's of Illinois to the Wrights)



55. The agreements between McDonald's and its franchisees were

never submitted to the ITHA.  (Tr. p. 197)

56. Three out of the four operators in these matters actually

assigned all, or part of, their interest in the possession, control, use, and

occupancy of the respective oases to others with, or without, the

approval of the ITHA.

57. The operating agreements give the ITHA the right to approve

a number of the operator's activities, while they are conducting their

business on the ITHA's land.  Many of these rights of approval concern the

ITHA's exercise of its statutory duty to protect the welfare of persons

traveling on the toll highways.  (605 ILCSILCS 10/1)

58. The ITHA has the right to approve the installation of the

operator's signs.  (Tr. pp. 115 & 116)

59. The ITHA has the right to approve the operator's menu, and

the prices an operator may charge for items.  (Tr. p. 117)

60. The ITHA has the right to control an operator's hours of

operation.  (Tr. p. 118)

61. The ITHA deemed that the areas within an operator's control

include the restaurant area, the basement area, the food storage area,

the kitchen, the dumpster area, the exterior area, the restroom areas,

and generally any area used by the public.  (Tr. p. 84)

62. Each operating agreement has a provision which states:

Concurrent Use

AUTHORITY reserves the right, at its sole discretion, to use
any portion of any restaurant [or service station] building
not regularly used by OPERATOR for any purpose which
AUTHORITY deems to be in the public interest, so long as use
does not interfere with or compete with the OPERATOR'S
approved operations.  (Stip. Ex. No. 1, Wendy's O/A, para. 29;



Stip. Ex. No. 5, McDonald's O/A, para. 29;  Stip. Ex. No. 12, Howard
Johnson's O/A, para. 29;  Stip. Ex. Nos. 15, 16 & 17, Mobil O/A,
para. 30) (Dept. Prop. Finding No. 78)

63. The Concurrent Use provision of each operating agreement

contractually limits the ITHA's ability to use the restaurant or service

station buildings located on the respective oases.  Pursuant to that

provision, the ITHA agrees to limit its use of the buildings to those portions

not regularly used by the operators and then, only if it's use does not

interfere or compete with the operator's business. Id.

64. The ITHA is not authorized by statute to conduct business as a

restaurant or as a service station.  605 ILCSILCS 10/8.  Rather, the applicant is

authorized by statute to contract with others to provide those services.

(Stip. Ex. No. 60, para. 11)

65. What the applicant has to offer to the operators in these

consolidated matters is the land, buildings, structures, and other

improvements located on the respective oases, and all rights and

privileges pertaining thereto.  See 35 ILCSILCS 205/1 (definition of property;

real property; real estate; land; tract; lot).  In the collective operating

agreements, the applicant has granted to the operators, for a term of

years, some of the rights the applicant owns, namely, the rights to use,

possess, and occupy the land, buildings, structures and improvements

located on the exempt oases parcels, and the right to transfer such

rights to others, with the applicant's consent.  (Dept. Prop. Finding No. 85)

66. McDonald's has entered into leases in certain situations,

wherein the landlord has control of the size and use of signs for

aesthetic or zoning reasons.  (Tr. p. 215).  McDonald's leases may include a

provision like paragraph 14(f) of the operating agreement, concerning

garbage removal, and/or a provision like paragraph 16 of the operating



agreement, concerning making books and records available where the

rent is calculated on a percentage of sales basis.  (Tr. p. 216)

67. The operating agreements at issue transferred the

possession, occupancy and use of a defined area of real property and the

buildings thereon, for a defined term in exchange for which the operators

paid a guaranteed sum plus a percentage of sales as rent.

68. The operating agreements were not transfers of the

possession, occupancy, and use of property exclusively to a specific

entity, but were assignable with the consent of the applicant.  Three of

the four operating agreements were in fact assigned.

69. The Department became aware that the operators had

assigned some, or all, of their rights pursuant to the operating

agreements as a result of three of the Investigation Reports filed by the

Cook County Board of Appeals' Field Investigators (Dept. Grp. Ex. 12, item

12.8 (Hinsdale Oasis, 1990); Dept. Grp. Ex. 13, item 13.8 (Abraham Lincoln

Oasis, 1990); and Dept. Grp. Ex. 22, item 22.7 (Hinsdale Oasis, 1992))

70. Pursuant to orders issued in these matters on December 5,

1994, and again on December 22, 1994, the ITHA produced copies of all

agreements concerning the occupancy of these parcels by any individual,

partnership, or corporation, other than the operators, during the 1988

through 1992 assessment years.

71. All of the operators and suboperators are for-profit

entities, and the operating agreements and suboperating agreements

contemplate that those entities will make a profit.

72. The operating agreements in this case contain definite

agreements as to the extent and bounds of the properties in question.



73. The operating agreements specify a definite term, and contain

a specific termination date.

74. Each of the operating agreements contain a definite rental

amount and method of payment.

75. The operating agreements transfer the use, occupancy, and

control of the buildings and improvements located on these exempt oasis

parcels and the right to assign said rights to others.

Conclusions of Law:

Article IX; Section 6, of the Illinois Constitution of 1970 provides, in

part, as follows:

The General Assembly by law may exempt from taxation only
the property of the State, units of local government and
school districts and property used exclusively for
agricultural and horticultural societies, and for school,
religious, cemetery and charitable purposes.

605 ILCSILCS 10/22 (formerly Ill. Rev. Stat., ch. 121, para. 100-22),

provides as follows:

All property belonging to the Authority, and the toll
highways, shall be exempt from taxation.  However, such part
of that property as has heretofore been or shall hereafter
be leased by the Authority to a private individual,
association or corporation for a use which is not exempted
from taxation under Section 19 of the Revenue Act of 1939, is
subject to taxation as provided in Section 26 of the Revenue
Act of 1939, regardless of any provision in such a lease to the
contrary.

The language of the foregoing provision of the Toll Highway Act

remained unchanged during the 1988 through 1992 assessment years.

35 ILCSILCS 205/26 (formerly Ill. Rev. Stat., ch. 120, para. 507), provides

as follows:

Except as provided in Section 19.5 of this Act, when real
estate which is exempt from taxation is leased to another



whose property is not exempt, and the leasing of which does
not make the real estate taxable, the leasehold estate and
the appurtenances shall be listed as the property of the
lessee thereof, or his assignee, as real estate.

The language of the foregoing provision of the Revenue Act of 1939,

remained unchanged during the 1988 through 1992 assessment years.

35 ILCSILCS 205/19.5 (formerly Ill. Rev. Stat., Ch. 120, para. 500.5),

provides as follows:

All property of every kind belonging to the State of Illinois.

However, the State agency holding title shall file the
certificate of ownership and use required by Section 19 of this
Act, together with a copy of any written lease or agreement
with respect to parcels of land of 1 acre or more in effect on
March 30 of the assessment year, or, if none, an explanation
of the terms of any oral agreement under which the property
is leased, subleased or rented in parcels of 1 or more acres.

Such property shall be assessed to the lessee and the taxes
thereon extended and billed to the lessee, and collected in
the same manner as property which is not exempt, and the
lessee shall be liable for such amount and no lien shall
attach to the property to the State.  For the purposes of this
Section, leases shall include licenses, franchises, operating
agreements and other arrangements under which private
individuals, associations or corporations are granted the
right to use property of the Illinois State Toll Highway
Authority and shall include all such property without
regard to the size of the leased parcel.

* * *

This amendatory Act of 1989 is a clarification of existing law
and shall not be considered as a change in the law.

The underlined portion of the foregoing provision of the Revenue Act

was added by Public Act 86-413, which became effective January 1, 1990.

Otherwise, the language of this provision remained unchanged during the

1988 through 1992 assessment years.

The foregoing citations from the Toll Highway Act and the Revenue

Act make it manifest that the General Assembly, pursuant to its



authority under Article IX, Section 6, of the Illinois Constitution of 1970,

intends to exempt the property owned by the applicant, but to tax the

interests of the for-profit operators providing food and fuel services to

the members of the traveling public using the toll highway system.

It is well settled in Illinois, that when a statute purports to grant

an exemption from taxation, the fundamental rule of construction is that

a tax exemption provision is to be construed strictly against the one who

asserts the claim of exemption.  International College of Surgeons v.

Brenza, 8 Ill.2d 141 (1956); Milward v. Paschen, 16 Ill.2d 302 (1959); Cook

County Collector v. National College of Education, 41 Ill.App.3d 633 (1st

Dist. 1976).  Whenever doubt arises, it is to be resolved against exemption,

and in favor of taxation.  People ex rel. Goodman v. University of Illinois

Foundation, 388 Ill. 363 (1944); People ex rel. Lloyd v. University of Illinois,

357 Ill. 369 (1934).  Finally, in ascertaining whether or not a property is

statutorily tax exempt, the burden of establishing the right to the

exemption is on the one who claims the exemption.  MacMurray College v.

Wright, 38 Ill.2d 272 (1967); Girl Scouts of DuPage County Council, Inc. v.

Department of Revenue, 189 Ill.App.3d 858 (2nd Dist. 1989); Board of

Certified Safety Professionals v. Johnson, 112 Ill.2d 542 (1986).

Consequently, the courts have made it clear that the burden of

proof that real property, or an interest therein, qualifies for exemption

is on, and remains in, the party seeking the exemption.

Based on the established facts of this case, I conclude as a matter

of law, that the applicant owned the subject parcels and the buildings

and parking lots located thereon, during the 1988 through 1992

assessment years.  However, as noted above, Section 19.5 of the Revenue

Act permits, in certain instances, the assessment of property



notwithstanding its ownership by the State.  35 ILCSILCS 205/19.5.  At all

pertinent times, the statute clearly mandated that State property

leased to certain entities "shall be assessed to the lessee and the tax

thereon extended and billed to the lessee...." Id.  The statute further

defines leases as including "licenses, franchises, operating agreements

and other arrangements under which private individuals, associations or

corporations are granted the right to use property of the Illinois State

Toll Highway...." Id.  (emphasis added)

The determination of whether contractual agreements such as the

operating agreements are leases or licenses, is made not from the

language used in the documents, but from the legal effect of their

provisions.  Jackson Park Yacht Club v. Department of Local Government

Affairs, 93 Ill.App.3d 542 (1st Dist. 1981); In re Application of Rosewell v.

The City of Chicago, 69 Ill.App.3d 996 (1st Dist. 1979); Stevens v. Rosewell,

170 Ill.App.3d 58 (1st Dist. 1988).

The essential elements of a lease include:  a definite agreement as

to the extent and bounds of the property; a definite and agreed term; and

a definite and agreed rental price and manner of payment.  People v.

Chicago Metro Car Rentals, Inc., 72 Ill.App.3d 628 (1st Dist. 1979); Stevens v.

Rosewell, 170 Ill.App.3d 58 (1st Dist. 1988); Jackson Park Yacht Club v.

Department of Local Government Affairs, 93 Ill.App.3d 542 (1st Dist. 1981).

The boundaries of each oasis over which the operators have control

are specifically identified in the exhibits attached to the operating

agreements as set forth in my findings of fact.  In addition, the Stipulation

of Facts contain the applicant's own calculations of the area contained in

each oasis.  Consequently, I conclude that each of the operating

agreements at issue include a definite agreement as to the extent and



bounds of the property.  Each of the operating agreements also includes

an agreed rental price and method of payment, which in the case of the

restaurant operators I have found consists of a fixed annual amount

payable in monthly installment or if the operator's gross sales exceed a

certain amount, a percentage of gross sales.  In the case of Mobil the

agreed rental price I have found consists of a net amount of cents per

gallon on all motor fuel gallons delivered to each service stations at

each of the oases, with a guaranteed annual minimum payment.

Further, a license is not assignable, and merely gives another the

right to use a premises for a specific purpose, while the owner retains

possession and control.  Jackson Park Yacht Club v. Department of Local

Government Affairs, 93 Ill.App.3d 542 (1st Dist. 1981); Stevens v. Rosewell,

170 Ill. App.3d 58 (1st Dist. 1988); In re Application of Rosewell v. The City of

Chicago, 69 Ill.App.3d 996 (1st Dist. 1979).  In contrast, the operating

agreements which are the subject of this proceeding are not only

assignable but were, in fact, assigned in whole, or in part, by the

operators.  Except for one instance, each assignment was made with the

expressed consent of the ITHA.  In the one situation where Marriott took

over the duties, responsibilities and rights of Howard Johnson's, the ITHA

ratified and consented to the assignment by posing no objection thereto

after it became aware of the fact of the assignment.

While it is admitted that the Department has previously determined

that various of these operating agreements were licenses and not

leases,2 it is only in these consolidated cases, pursuant to the Cook County

                                                       
2. I take official notice of the fact that in addition to the 1988 Cook County case

concerning these same oases, the Department has issued decisions concerning
other cases of the applicant.  One of those cases concerned the Lake Forest Oasis
in Lake County. (Docket No. 85-49-111)  A second case concerned the DeKalb Oasis in
DeKalb County. (Docket numbers 85-19-20 and -21)  The third case involved the



Board of Appeals' Field Investigator's reports for 1990 and 1992, and the

orders of ALJ dated December 5, 1994 and again on December 22, 1994,

ordering the ITHA to produce all assignments and subagreements that it

became clear that these operating agreements are not only assignable

but were in fact assigned.

In addition, it should be pointed out that because an action for

taxes for one year is not identical to a cause of action for taxes in

subsequent years, a decision adjudicating tax status for a particular

year is not res judicata as to the status of property in later years.

Turnverein Lincoln v. Paschen, 20 Ill. 2d 229 (1960); Hopedale Medical

Foundation v. Collector, 59 Ill. App. 3d 816 (3rd Dist. 1978); Jackson Park

Yacht Club v. Department of Local Government Affairs, 93 Ill. App. 3d 542

(1st Dist. 1981).  Consequently, the previous decisions by the Department

concerning these operating agreements are not controlling in this

matter.

The ITHA and Wendy's, in their joint brief, place substantial reliance

on the case, In Re Application of Rosewell, supra.  However, that case is

distinguishable from these consolidated proceedings on its facts.  First,

while the City was legally authorized to operate garages, the ITHA is not

authorized to operate restaurants and/or service stations, and, more

                                                                                                                                                                    
Belvidere Oasis in Boone County.  (Docket numbers 85-4-10 and -11)  The Boone
County case was appealed to the Illinois Appellate Court.  The County of Boone v.
The Department of Revenue, 215 Ill. App.3d 45 (2nd Dist. 1991)  (The only issue
actually considered by the court in that case was whether or not the 1987
amendment to 1987 Illinois Revised Statutes, Chapter 120, paragraph 500.5
changed the existing law.)  In each of those cases before the Department, it was
determined, after hearing, that the applicant's operating agreements were
licenses.  However, the facts of record in those referenced cases are not the
same as the facts of record herein.  The applicant did not disclose in any of the
cited prior cases that the operator's rights under any of those operating
agreements had been assigned by the operators, nor did the applicant submit for
consideration the assignments entered into by the for-profit operators.



importantly, each of the operating agreements in these consolidated

matters contains the concurrent use provision which, in effect, gives the

operators exclusive control of the areas which they occupy.

Further, the City of Chicago in Rosewell provided the operators with

all cash registers, parking tickets and forms and even light bulbs and

fuses necessary to operate the business.  In addition the operator was

required to turn over all monies collected to the City, which then paid the

operator a fee of approximately 4% of gross revenues.  Consequently the

agreement in Application of Rosewell was essentially a management

agreement whereby the operator managed parking garages for the City

for a nominal fee.  Thus, the facts of the Rosewell case are clearly

different than the facts in these consolidated matters where the

operators occupied the oasis and engaged in their own usual businesses of

selling food or motor fuel for profit to the public.

Applicant also draws attention in its brief (appl. brief, p. 13 n. 8) to

the case of Stevens v. Rosewell, 170 Ill. App.3d 58 (1st Dist. 1988) by

stating that the Stevens court held that a community college entered

into a lease agreement, not a license, with McDonald's, with the basis of

that determination being that the college had no control over the

property McDonald's was using or over the business' operation.  Applicant

contrasts those facts with the facts in this case wherein the operating

agreements place certain conditions on the operations of the businesses

involved.

It appears that the applicant, by making this observation, implies

that the Stevens facts are the only facts upon which there can be a

determination of whether an agreement has the legal effect of a lease

or license.  This, of course, is incorrect.  In fact, the Stevens court cites,



with approval, the case of People v. Chicago Metro Car Rentals, Inc., 72 Ill.

App.3d 626 (1st Dist. 1979).  In the Metro case, the City of Chicago entered

into an agreement with a car rental business (Metro) for property at

O'Hare Airport.  In the agreement, the City placed limitations and

restrictions on the business' use of the property, including giving the  City

the right to approve of the rates charged by Metro, limiting the use of the

property for only a certain purpose and mandating that Metro could only

solicit business from the counter areas.  Further, by the agreement,

Metro's employees and invitees were to conduct themselves properly and

the business agreed to provide good, prompt and efficient service to the

public.  In addition, Metro was to keep the property open for business for a

"sufficient amount of time to meet reasonable demands" for its services.

Id. at 628

In spite of these restrictions and conditions, the Metro court, in

determining that the agreement entered into in that case was a lease,

and therefore taxable, stated that "...the limitations upon use and the

restrictions imposed upon the operation of the business do not affect the

existence of the lease.  Other agreements and conditions may be, and often

are incorporated into a lease."  Id. at 630; See, Stevens v. Rosewell, supra,

at 64

Clearly, the facts in Metro are akin to the facts in the instant

matter.  Thus, that is the case upon which I place greater reliance rather

than Stevens v. Rosewell.

With all the requisite factual delineators evident, I therefore

reach the inescapable conclusion that pursuant to section 22 of the Toll

Highway Act (605 ILCSILCS 10/22) and sections 26 and 19.5 of the Revenue Act (35

ILCSILCS 205/26 and 35 ILCSILCS 205/19.5, respectively) the agreements between the



applicant and the operators are leases, and not licenses, and

consequently, the parcels here in issue are taxable to the operators,

namely Wendy's, McDonald's, Marriott, and Mobil, for the 1988 through 1992

assessment years.

On its face, the pertinent statutes and case law conclude the

controversy here and result in the assessment of property taxes on the

leasehold parcels of realty heretofore described.  The ITHA, however,

argues that the amendment which defines leases to include licenses,

franchises and operating agreements is unconstitutional.  In their brief,

the attorneys for the applicant and Wendy's, after contending that the

operating agreements are licenses, put forth four arguments alleging

that the following language of Section 19.5 of the Revenue Act (35 ILCSILCS

205/19.5) violated various provisions of the Illinois Constitution of 1970:

For the purposes of this Section, leases shall include
licenses, franchises operating agreements and other
arrangements under which private individuals, associations
or corporations are granted the right to use property of the
Illinois State Toll Highway Authority and shall include all
such property without regard to the size of the leased
parcel.

It is a well-established rule of law in Illinois that the Courts will

not consider constitutional issues, where as here, the cause may be

decided on other grounds, (Howard v. Lawton, 22 Ill.2d 331 (1961);  Osborn et

al. v. The Village of River Forrest, 21 Ill.2d 246 (1961)).  Thus, I need not

address the applicant's constitutional concerns since I have determined

the oases to be leased.  I do so only because the arguments are flawed

and would fail even without a finding that the documents are leases.

First, it should be pointed out that since an administrative agency is

a creature of statute, any power or authority claimed by it, must find its



source within the provisions of the statute by which it is created.  Granite

City Division of National Steel Company et. al. v. The Illinois Pollution

Control Board, 155 Ill.2d 149 (1993); Bio-Medical Laboratories, Inc. v.

Trainor, 68 Ill.2d 540 (1977).  The Illinois State Toll Highway Authority,

which is the only applicant in this proceeding, has not presented any

evidence that it is authorized by the Toll Highway Act to challenge the

constitutionality of that Act, or of the Revenue Act.  Consequently, it must

be presumed that the applicant does not have such authority.

This is particularly of interest in light of section 22 of the Toll

Highway Act (605 ILCSILCS 10/22) which, after exempting the property of the

ITHA from taxation, expressly provides:

However, such part of that property has heretofore been or
may hereafter be leased by the Authority to a private
individual, association or corporation for a use which is not
exempted from taxation under Section 19 of the Revenue Act
of 1939, is subject to taxation as provided in Section 26 of the
Revenue Act of 1939, regardless of any provision in such a
lease to the contrary.

Consequently, applicant's enabling act expressly provides that the

property of the ITHA which is leased to for-profit entities is taxable, as

provided in the Revenue Act of 1939.  It then is the Revenue Act, which

defines applicant's "leases" to include "licenses".  Thus, the applicant's

enabling statute limits its authority to challenge the constitutionality

of Section 19.5 of the Revenue Act of 1939.  Further, the 1973 Amendment to

Section 22 of the Toll Highway Act, cited above, was held by the Illinois

Supreme Court to be constitutional after said amendment was attacked by

the applicant.  In re Application of Skidmore, 75 Ill.2d 33 (1979)3

                                                       
3. Nevertheless, after all of this, the real estate tax clause of the operating

agreements, all of which were executed in 1984, or in the case of the original
Mobil Agreement in 1985, begin as follows:



Notwithstanding the above, the first constitutional argument

raised by the applicant is stated as follows:

(1) does Section 19.5 authorize an ad valorem tax on personal
property (i.e., licenses, franchises, operating agreements or
other arrangements) in contravention of Article IX Section 5
of the Illinois Constitution?  (appl. brief, p. 5)

Leases, like licenses, are personal property at common law.

However, the General Assembly, even after the adoption of the Illinois

Constitution of 1970, has been determined to have the power to classify

such interests as real property for tax purposes.  Apex Oil Co. v.

Henkhaus, 118 Ill.App.3d 273 (5th Dist. 1983).  Article IX, Sections 4 and 5 of

the Illinois Constitution of 1970, do not define "real property" and

"personal property" as limited by the common law, or otherwise, but leave

to the General Assembly the power to establish the manner in which such

taxes are to be levied, and in the case of personal property taxes,

abolished.  Pursuant to Article IX Section 5 of the Illinois Constitution of

1970 the General Assembly enacted 35 ILCSILCS 205/18.1 which reads in part as

follows:

Notwithstanding the provisions of this or any other Act, an ad
valorem personal property tax shall not be levied after
January 1, 1979, on any personal property having tax situs in
this State, provided that this Section shall not prohibit the
collection after January 1, 1979, of any taxes levied under
this Act prior to January 1, 1979, on personal property

                                                                                                                                                                    

It is not presently contemplated by the parties that any of the
premises will be subject to real property taxes or their
equivalent.  However, in the event that the premises, or any part
thereof, or OPERATOR'S interest therein, possessory or otherwise,
shall be made subject to any real property tax (of whatever kind
and however denominated), the AUTHORITY shall pay or discharge,
or cause to be paid or discharged, such tax or assessment.  See,
Find. of Fact #38



subject to assessment and taxation under this Act prior to
January 1, 1979.  No property lawfully assessed and taxed as
personal property under this Act placed in use after January
1, 1979, shall be classified as real property subject to
assessment and taxation under this Act after January 1,
1979.

It is undisputed that licenses were not being taxed as personal

property prior to January 1, 1979.  Consequently the foregoing

constitutional and statutory provisions do not apply.

Furthermore, it should be pointed out that pursuant to Article IX,

Section 7, of the Illinois Constitution of 1970, the General Assembly may

exempt from real estate tax property belonging to the State of Illinois.

The General Assembly, as a result of the passage of Public Act 85-974,

amending Section 19.5 of the Revenue Act, has elected to exempt from real

estate tax the real property of applicant except for those portions

leased, licensed, or franchised, to organizations granted the right to use

the property of Applicant.  In those cases, ITHA real estate is to be

assessed to the lessees, licensees, or franchisees of the ITHA as real

estate.  Consequently, the tax in question is not a tax on personal

property, but is a tax on real estate, measured by the value of the lease,

license or franchise.

As such, this constitutional objection raised by the applicant, even

if the operating agreements had been determined to be licenses, is without

merit.

The second constitutional argument raised by the applicant is

stated as follows:

(2) does Section 19.5 fail to specify a method by which the
items included under the definition of "leases" are to be
valued in violation of Article IX, Section 4 of the Illinois
Constitution?  (appl. brief, p. 6)



The sole issue involved in these consolidated proceedings is whether

or not the parcels at issue qualify for exemption from real estate taxes

for the 1988 through 1992 assessment years, pursuant to section 119 of

the Revenue Act.  35 ILCSILCS 205/119.  The Department only has jurisdiction to

review and make the final decision concerning such exemption requests,

pursuant to said section 119.  Issues concerning the method of valuation of

property are to be raised in separate assessment proceedings, pursuant

to section 116 of the Revenue Act.  35 ILCSILCS 205/116  Consequently, this

second constitutional argument is not relevant to these consolidated

proceedings, which are only concerned with whether or not the parcels

here in issue qualify for exemption during the 1988 through 1992

assessment years.  It is also pointed out that "licenses" are included in the

definition of "leases" pursuant to Section 19.5 of the Revenue Act (35 ILCSILCS

205/19.5) and leasehold interests are assessed, pursuant to Section 20(2)

of the Revenue Act of 1939. 35 ILCSILCS 205/20(2)  Consequently, this

constitutional objection raised by the applicant is without merit.

The applicant raises the following third constitutional agreement:

(3) does Section 19.5 impair the contractual rights of holders
of Tollway bonds in contravention of Article I, Sections 10 and
16 of the Illinois Constitution? (appl. brief, p. 6)

Assuming, arguendo, that the ITHA has standing to raise a question

on the rights of bondholders, this issue was previously raised by this very

applicant in In re Application of Skidmore, 75 Ill.2d 33 (1979).  The Supreme

Court, in that case, resolved in favor of taxation the precise impairment

of contracts issue raised here.



In addition, the fact that the applicant has contractually agreed

to pay these taxes does not make the Revenue Act a statute which impairs

the revenue obligations to it bondholders.  The responsibility for any such

impairment falls on the ITHA, which pursuant to the operating agreements,

has volunteered to pay real estate taxes which it is not legally

obligated to pay.  See, ftnt. 3, supra

The last constitutional argument raised is stated in the applicant's

brief as follows:

(4) does Section 19.5 violate the proscription against special
legislation under Article IV, Section 13 and the guarantees of
equal protection to all persons under Article I, Section 2 of
the Illinois Constitution and the Fourteenth Amendment to the
United States Constitution. (appl. brief, p. 6)

First, with regard to the equal protection argument, it is noted that

the ITHA is a State agency, and as such is not a "person" to be guaranteed

the right of equal protection by the Illinois Constitution of 1970 or the

14th amendment to the U.S. Constitution.  City of Evanston v. RTA, 202 Ill.

App.3d 265 (1st Dist. 1990)

With regard to Wendy's and the other operators, a statutory

classification for purposes of taxation can withstand a constitutional

equal protection attack, so long as the classification is reasonable.

Nabisco v. Korzen, 68 Ill.2d 451 (1977).  Classifications not based on suspect

categories are examined using the rational basis test.  If there was a

rational basis for the action of the General Assembly, the classification

will be upheld.  Cutinello v. Whitley, 161 Ill.2d 409 (1994).

Pursuant to both Sections 26 and 19.5 of the Revenue Act (35 ILCSILCS

205/26 and 35 ILCSILCS 205/19.5, respectively), the General Assembly has,



generally, provided for the taxation of the leasehold interests in

property where the ownership interest was exempt.  There are several

rational bases for the General Assembly to include within the Section 19.5

of the Revenue Act definition of taxable leases, "licenses, franchises,

operating agreements and other arrangements under which private

individuals, associations or corporations are granted the right to use

property of the Illinois State Toll Highway Authority."  By defining leases

in that manner, the General Assembly obviously attempts to stop, as it

has tried in the past pursuant to 605 ILCSILCS 10/22, a state agency which is

seemingly intent on paying, with public funds, the property taxes of for-

profit entities which conduct their businesses on the applicant's exempt

land.  It also attempts to halt repeated challenges to the General

Assembly's clear intent to tax agreements pursuant to which businesses

are granted the right to use exempt property for profit.4

Further reason for the propriety of such taxation is clear in this

case since the ITHA has a statutory obligation to provide for the safety

and comfort of the travelers both interstate and intrastate using its

various owned highway facilities. 605 ILCSILCS 10/1  This obligation is fulfilled

by contracting with the operators to provide the food and fuel necessary

to provide for the traveling public's safety and comfort, using the oases

facilities.  This gives the for-profit operators the opportunity to provide

their products and services to a captive audience, the traveling public.  It

is clear that the General Assembly intended by Section 19.5 of the Revenue

Act (35 ILCSILCS 205/19.5) that the local taxing districts, including school

districts and municipalities which are seriously effected by the exemption

                                                       
4. I am unaware of any other State agency titleholder which grants to others the

right to use its exempt property for profit and so actively attempts to defeat
both the assessment and collection of taxes on that property.



of property, receive some property tax benefits from the use of these

oases by the for-profit operators.5  There is no question that if the

various operators owned this property and used it to sell their products

for profit to the public, the property would be taxable.

Consequently, the legislature had several rational bases for

including within the definition of taxable leases "licenses, franchises,

operating agreements and other arrangements under which private

individuals, associations, or corporations are granted the right to use

property of the Illinois State Toll Highway Authority."  Therefore, such a

classification qualifies as being a reasonable classification.

It is therefore concluded, as a matter of law, that the operating

agreements here in issue are leases.  It is further concluded that

pursuant to Section 22 of the Toll Highway Act (605 ILCSILCS 10/22), said

leaseholds are properly assessable to the for-profit operators thereof,

namely, Mobil, Wendy's, McDonald's and Marriott for the 1988 through 1992

assessment years.

I therefore recommend that the leasehold parcels listed on the

first page of this Notice of Decision remain on the tax rolls for the 1988

through 1992 assessment years, as evidenced by the various Department

Docket Numbers listed on said Notice of Decision.

I further recommend that said Cook County leasehold parcels be

assessed to the various operators in proportion to their occupancy of said

parcels.

Respectfully submitted,

                                                       

5. A review of the list of intervenors in these proceedings makes it clear that the
municipalities and school districts in which the oases at issue are located have a
vital interest in the outcome of these consolidated proceedings.



_______________________________
George H. Nafziger
Administrative Law Judge
January 18, 1996


